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 SOCIAL AND ECONOMIC ASPECTS  
OF THE ACCESSION OF THE CZECH REPUBLIC TO EU 
 
Purpose of this analytical background paper.  
 
Accession to EU has become the single most important factor influencing political, 
economical and social  developments in the Czech Republic during the post-communist 
period. During the nineties, all major political parties have pursued membership in European 
structures (Council of Europe, OECD, NATO and EU) as their main aim. Of all the 
mentioned organization, membership in the EU will have the larges impact. As every new and 
decisive moment in history, this process is accompanied by great expectations as well as 
concerns. Below we summarize key aspects which come into play during the accompanying 
debate. Let it be noted here at the beginning that nobody really doubts the long term 
advantages that the Czech Republic would reap and vast majority of the fears stem from the 
initial short term accession shock - hopefully the last and surely least dramatic shock that the 
country went through in the past century.  
 
SITUATION  
OF THE PRE-ACCESSION CZECH REPUBLIC IN A NUTSHELL 
 
~ STRENGTHS ~ 
The Czech Republic is a traditionally economically strong country with great potential (The 
Czech lands have belonged before WWII among the ten economically most developed 
countries in the world). Despite four decades of communist rule, which abolished private 
ownership and depleted national wealth, it is still one of the economically most developed 
Central and Eastern European candidate countries (the only country with a stronger economy 
is Slovenia). Czech HDP per capita (in purchasing power parity) is 60% of EU average and 
even the recent slow down of the economy has not threatened its second position at all.  
 
Relative GDP of some candidate countries average 1995-97 in respect to EU averages 
Country GDP per capita in PPP GDP per capita in PPP GDP per capita in PPP 
 CECC – 10 EU-15 EU - 12 + CECC-10 
EU-15  100  
CECC 100   
EU-15+CECC-10   100 
Slovenia 175 66 76 
Czech Republic 169 64 74 
Hungary 124 47 54 
Slovak Republic 116 44 50 
Poland 90 34 39 
Source: Eurostat,  
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The Czech republic has a very low cumulative inflation.1 It has been very successful in 
attracting FDI in 2000-2002 (measured per capita in nominal exchange rate) reaching 75% 
of the average level of EU countries. This  is significantly more than any other Central 
European candidate country. The Czech Republic has the best trade balance from these 
countries as well; furthermore 70% of its export are directed to EU member states. This 
shows a fast adaptability of the Czech economy; in a very brief time the Czech exporters 
managed to adopt to a very demanding western markets. The level of public debt is 
extremely low, reaching at its maximum (including hidden state guarantees) 30% of GDP 
(which is half of what the Maastricht criteria require).2 The structure of the Czech economy is 
very favorable for accession since it has only 5% of GDP produced in agriculture and thus not 
be a burden to the EU budget. The accession speed can be shown by the number of chapters 
that have been provisionally closed.  
 
Number of provisionally closed chapters as of January 2001 
 Country CYP HUN SLOV EST CZ SLK LITH MLT POL LAT BUL RUM
10 718 17 16 1620 19 19 19Closed Chapters 22 22 
Source: www.evropska-unie.cz 
 
The Czech Republic exhibits a stable social environment, low unemployment throughout the 
transformation period and small social diversification. Czech workers are traditionally well 
educated and skilled.3 According to a recent report of the United Nations, the Czech 
Republic is technologically the most advanced country from all the former communist 
countries.4   
 
 
 
 
 
 
 
 
 
 
 
 
 
                                       
1 Cumulative inflation in CR in the year 1999 was lower than in six EU membership states (United Kingdom, 
Ireland, Denmark, Spain, Portugal and Greece) and same to that of Holland; source: Studie o sociálních a 
ekonomických dopadech vstupu do EU (Šance a rizika), Council for Social and Economic Strategy. 
Total investment in R&D incomparison with some Eurpean Countries 
 
2 Although in the past two years it exhibits disturbing tendencies to rapid growth of fiscal misbalances.  
3 Resulting in short retraining periods of the local workers - the last Report of the Commission stresses this point 
as well.  
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nnual Report, Čtk, July 10, 2000. Czech Republic in on the 21st place out of 72 assessed countries, 
finding itself on a better position than Hong Kong, which scored on the 24th place.  
  
In conclusion it can be said that the largest problem of the Czech Republic is not a lack of 
potential for economic growth but the comparatively low starting levels of GDP per capita 
(compared to EU countries) which was caused by the legacy of  40 years of economic decline 
due to the communist regime. In this context it is interesting to to note, that if it had not been 
for the communist coup d’etat of 1948, it appears most  likely that Czechoslovakia would 
have been among the founding members of the EEC in 1957.  
 
~  WEAKNESSES  ~ 
In the past years Czech economy went through crisis resulting in a slow-down of growth 
(and even decline) of GDP levels.  
GDP Growth rates in some candidate countries in 1993-2000 
        
Country/year 
1993- 95 
average 
1996 1997 1998 1999 2000* 1993-
2000 
average 
Czech Rep. 2,7 4,8 -1,0 -2,2 -0,8 3,1 1,6 
Hungary 1,3 1,3 4,6 5,1 4,5 5,4 3,1 
Poland 5,3 6,0 6,8 4,8 4,1 5,1 5,3 
Slovak Rep. 2,6 6,6 6,5 4,4 1,9 2,0 3,6 
Slovenia 3,6 3,5 4,6 3,9 4,9 4,3 4,0 
*Estimate of the European Commission/2000e 
Source: 1993-99 Council for Social and Economic Strategy calculations based on CESTAT Statistical Bulletin 
1997-00 
 
The Czech Republic is a small market with an internationally relatively weak purchasing 
power with low price levels. 
 
Country
Denmark
Belgium
Germany
EU
UK
Spain
Portugal
CR
Hungary
Poland 2,22
Relative price level
(%,  EU average = 100)
Index ERDI
 (HDP) measured by DEM
48
0,89
1,1
1
1,07
1.II
1,31
1,63
2,72
2,48
121
97
103
100
105
81
66
39
43
 
 
 
 
 
 
 
 
Source: OECD- Main Economic Indicators, February, May 2000, 
 own calculations of Council for Social and Economic Strategy  
Its labor force is relatively immobile. Czech Republic has problems with proper functioning 
of institutions and the enforcement of legislation.5
                                       
 The economy is not yet fully 
 3
5 The results of the survey, which involved 50 respondents, especially managers of important companies 
operating in the Czech Republic, evaluate the index at 11 out of maximum 28 points. According to the scale, 
which assigns the level of 21 through 28 to the G7 countries, 11 points represent the minimum value for the 
“modest risk” category. (Source: Rizika správy akciových společností v ČR, Leden 2000, Council for Social and 
restructured, so in the global comparison, the Czech Republic displays relatively low results 
in terms of competitiveness.6 Consequently, this might lead to a situation where a number of 
companies will not be able to compete with the economic pressures of the EU single 
market. 
                                                                                                                         
Economic Strategy). Other researches (Opacity index, PricewaterhouseCoopers, www.pwcglobal.com or 
Corruption perception index Transparency international www.ti.com) suggest a similar result. 
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6 Please see IMD Ranking, The 2000 Global Competitiveness Report, Geneva 2000 and The Competitiveness of 
European Enterprises in the Face of Globalization – How it Can Be Encouraged, Commission of the EC, 
Brussels 1999 
 MAIN HOPES AND CONCERNS 
 CONNECTED WITH THE ACCESSION INTO EUROPEAN UNION 
 
Below are summarized the focal points of the discussion that evolves around the hopes and 
concerns connected with our accession to European Union. Public opinion polls (please see 
below) can supplement this text and indicate which aspects the general public feels as most 
important.  
~ HOPES ~ 
 
1. HISTORICAL - by returning back to Europe (which was one of the slogans used 
during the Velvet revolution in 1989) we will culturally return to a place we feel 
we have always belonged to (that “need” had been partially addressed by the fast 
entrance into OECD and NATO). The accession to the EU will symbolize that the 
transformation period has come to an end. Czechs will have a say in European 
affairs (and no longer feel victimized by decisions “about us made without us”). 
2. ECONOMIC - full access to single market will be gained. A sharp increase of 
exports cannot be expected, since most of the trading advantages have already 
been incorporated in the Association agreement (presently, 70% of Czech export 
finds its customers in EU7 and we have an active trading balance with the EU 
countries). Changes will be felt especially in agriculture and other sensitive goods 
and in removal of non-tariff barriers. This should have a positive, though not 
dramatic, effect on GDP growth.8 The large market will bring great new 
specialization opportunities for some industries (the most likely to profit are 
glass-blowing, cement works, chemical industry, metallurgy and engineering 
industries).9 Furthermore, Czech companies will have access to public tenders of 
EU states. Specialization within the EU will bring cheaper imports, thus raising 
consumer welfare. It is expected that due to these opportunities and threats from 
competition, companies will be forced to restructure and modernize. Due to the 
freedom of movement and lower domestic price level, it is expected that domestic 
wage level will steadily increase and thus strengthen the consumer purchasing 
power.  
3. BETTER INTERNATIONAL POSITION - Czech Republic will gain far stronger 
international position by becoming a member state. The entry to EU will, 
furthermore, mean leaving the category „emerging markets“, which should 
improve our negotiation positions with our international partners in all economic 
and political aspects. This is also very likely to further increase our standing on the 
financial markets. Czech businesses will be able to carry the tag “made in Europe” 
which has a far stronger international reputation than the present quality label 
“Czech made”.10  
                                       
7 Czech Republic in 1999: Country Profile 2000 
8 Estimates speak of 1 percentage point change in GDP growth (Studie o sociálních a ekonomických dopadech 
vstupu do EU (Šance a rizika), Council for Social and Economic Strategy), the most optimistic of 2 (The 
Economic Impact of Enlargement). 
9 Podkladový material ke Koncepci ekonomické dimenze zahraniční politiky České republiky 
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10 A research of Czech Chamber of Commerce has confirmed this point. See Studie o sociálních a ekonomických 
dopadech vstupu do EU (Šance a rizika), Council for Social and Economic Strategy 
4. GLOBAL “SHELTER” - the same motive that has inspired the founding countries of 
EU will be felt by the Czech citizens. By entering into EU Czech Republic will be 
a part of a strong and stable economic sphere, able to deal better with the global 
changes. 
5. SOCIAL - long term increase in living standards together with open borders will 
make the possibility to travel freely in Europe even more attractive. It is expected 
that highly skilled workers will be the most likely group to migrate to EU 
countries; the rest of the work force, especially in the border areas, are more 
likely to commute to their work abroad, but spend their income in Czech 
Republic.11 Due to the traditional low mobility of Czech labor force, a great work 
migration is not expected.  
6. CULTIVATION OF INSTITUTIONS - it is hoped that the improvement of political and 
business ethics will take place as the cultivated European market norms become 
more and more common in domestic business practices. Political, juridical and 
other institutions will be standardized and it is generally hoped that the accession 
to EU will bring more transparency into public governance and economic 
transactions . As the Czech institutions would be anchored in the European ones, it 
is expected that it would provide even better environment for FDI, as their 
transaction costs would decrease.  
7. FINANCIAL – although the Czech Republic has been receiving significant amounts 
of pre-accession help (0,9-1% of Czech GDP), membership in the EU will bring 
an increase of these funds by 1, 5 % of Czech GDP (estimated net income from 
the funds as members would be 2,3-2,4% of Czech GDP).12 Furthermore, Czech 
companies lacking investment capital will have a better access to finances thanks 
to the higher international competition of banks and other providers of capital 
(which is expected to lower the interest rate).13 
                                       
Less developed regions can expect 
a stronger and more better targeted financial support from the EU structural 
funds.   
11 The impact of movement of highly qualified workers between EU countries and Czech Republic on the 
functioning of Czech companies (The percentage of positive answers)  
The arrival of foreign workers will significantly improve the functioning of the firm 6 
The arrival of foreign workers will mean a slight improvement of the functioning of the firm 18 
The movement of labor force will have no impact 53 
The departure of skilled domestic workers will mean a slight worsening of the functioning of the firm  19 
The departure of domestic workers will mean a significant worsening of the functioning of the firm   3 % 
Source: Studie o sociálních a ekonomických dopadech vstupu do EU (Šance a rizika), Council for Social and 
Economic Strategy, Appendix 
12 note 
13 The ability to compete on financial markets and access them (percentage of definitely yes and perhaps yes 
answers). 
Access to k operational loans 65 
Access to investment loans  62 
The level of interest rates 60 
Access to capital markets           50 % 
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Source: Studie o sociálních a ekonomických dopadech vstupu do EU (Šance a rizika), Council for Social and 
Economic Strategy, Appendix 
~ CONCERNS ~ 
 
1. LOSS OF DOMESTIC SOVEREIGNTY - the argument of losing some aspects of 
domestic economic sovereignty is the most commonly used argument by Czech 
politicians. The loss of privately negotiated economic treaties with the non-EU 
parties will be felt especially by the loss of the customs union with the Slovak 
Republic (this argument holds, of course, only if the Czech and Slovak Republics 
would not be admitted to the EU at the same time). This concern is questionable, 
since the voice of the Czech Republic will be heard much more as a part of the 
EU. Furthermore, the EU favors small countries as they gain a disproportionally 
stronger vote than the large countries. 
2. SO WHAT’S NEXT?  - it is one of the commonly felt concerns that the Czech citizens 
will become a “second rate members” as some of the fundamental EU rights 
(movement of workers, Schengen rights etc.), will not be immidiately available at 
the time of accession.). These limitations would, however only be temporary and 
are still subject to negotiation.   
3. GLOBALIZATION GONE TOO FAR - it is feared that some “typically Czech” cultural 
forms will be lost in “uniform Europe”. It is also feared that multinational 
companies will have an unfair advantage over the newly formed, internationally 
inexperienced small domestic companies.14 Some of these concerns are in large 
extent unjustified, since the EU protects local cultures far more than an 
“independent” small country could.  
4. TOO CLOSE TO STRONG NEIGHBOURS - the Czech Republic being one of the 
countries with lowest price level from the other five applicant countries in the 
region, the greatest fear is felt from the rising price level, which could have harsh 
temporary impact in social aspects. The inflation, if not well mastered and spread 
in time, could heave partial destabilization effects on Czech economy and social 
climate (price of foodstuff is expected to rise cumulatively by 40-45% till the year 
2005 and the price of land is in disharmony 1:10 with the surrounding countries).15 
As for the industries, it is estimated that the strongest competition will be felt in 
textile industry, foodstuff and banking. Small and medium size companies typical 
for textile and foodstuff industries16 belong according to the opinion of their own 
managers to the ones most threatened. It is probable, unless the companies 
undergo severe restructuring (which could mean changing of ownership), that a 
wave of bankruptcies will accompany accession, resulting in short term local 
unemployment.  
5. SOCIAL: THE MOST MOBILE WINNERS TAKE IT ALL - the most sensitive issues is the 
potential outflow of highly skilled population to neighboring EU countries or to 
the English speaking regions (the outflow of the workers from Czech Republic, 
however, has not proven to be of great concern to the Czech managers17). 
                                       
Social 
14 The representatives of 450 companies operating in the Czech Republic expressed their concerns in a research 
conducted by Euroinfocenter in 1999 and 2000. See Studie o sociálních a ekonomických dopadech vstupu do EU 
(Šance a rizika), Council for Social and Economic Strategy 
15 See Studie o sociálních a ekonomických dopadech vstupu do EU (Šance a rizika), Council for Social and 
Economic Strategy, the level of inflation depends in the speed of the changes and whether transitory periods 
will be granted.  
16 See M.Mejstřík,V.Dvořák, L.Koleček a kol.: The Adjustment Process of SME in the Czech Republic to the 
European Single Market, , PHARE-ACE Project, Praha 2001,  
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17 The impact of movement of highly qualified workers between EU countries and Czech Republic on the 
functioning of Czech companies (The percentage of positive answers)  
income inequalities are expected to rise especially in the border regions where the 
immigration of foreigners is expected. (However, most of these phenomena are 
already taking place and have not gained unmanageable dimensions). Certain fears 
are also felt in the border regions that the foreign nationals will be able purchase 
the land and Czech Republic is asking for a transition period in this area. Social 
inequality is expected to rise and unequal purchasing power could have 
disturbing impacts. As some of the old industries inherited from the past regime 
will be forced out of the market by competition they are likely to leave certain 
percentage of short term unemployment. (On the other hand, these workers are 
likely to be requalified and employed by the new companies, which are expected 
to rise thanks to the incoming foreign capital.) 
6. FINANCIAL - the costs of compliance to the EU norms is relatively costly 
(however, most of these legal costs would have to be undertaken anyway as part of 
the transformation). However, the purely EU related changes create pressures on 
the budged that are not neglectable. (The increase on the expenditure part is 
expected to be 8%, which is equal to 3% of Czech GDP - largely due to the 
environmental expenditures18). The EU regulations will also mean extra costs for 
the Czech businesses. On the average they could mean a rise of costs by 0,5% 
(which will decrease the profitability by 1/519) mainly due to the EU regulations 
concerning the social law, working conditions, quality standards and animal 
welfare (the scale of the impact will vary across industries). Fiscal policy will have 
to comply with the EU regulations and some industries will loose their state 
funding.20 The Czech state will be forced to offer tenders not only to domestic 
companies, but to all companies in EU.  
7. INSTITUTIONAL XEROX - having the same legal framework does nor necessarily 
imply same behavioral patterns across countries. It is one of the threats that the 
unofficial institutions will not copy the development of official institutions and 
thus things will change “only on the paper”. 
8. CONC
                                                                                                                        
ERNS OVER THE DEMOCRACY IN SOME INSTITUTIONS.  We fear that we are 
entering an institution which has many mistakes.  
 
In conclusion it must be stressed that almost none of these changes will be a dramatic ones - 
most of them being partially implemented at the current moment already. It would be 
reasonable to believe, that the accession to EU would be smooth and without vast shocks and 
that Czech Republic will thus be ready to become once again an integrated part of the united 
Europe and contribute to its future development. 
 
The arrival of foreign workers will significantly improve the functioning of the firm 6 
The arrival of foreign workers will mean a slight improvement of the functioning of the firm 18 
The movement of labor force will have no impact 53 
The departure of skilled domestic workers will mean a slight worsening of the functioning of the firm  19 
The departure of domestic workers will mean a significant worsening of the functioning of the firm   3 % 
Source: Studie o sociálních a ekonomických dopadech vstupu do EU (Šance a rizika), Appendix 
 
18 Studie o sociálních a ekonomických dopadech vstupu do EU (Šance a rizika), Council for Social and 
Economic Strategy 
19 Ibid 
20 Ibid 
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